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Improving budgatary and financial administration by removins the
fizcal year limitation on funds available to IA

Te Problem, == ould the removal of fiseal wear limitations
om funds immrove budretary and financial adwinistration, adequately
finance (T4 spe-ations, and reduce the amourt .7 annual approprise
tion required?

2, Pacta Pearing on the Problem, =e ilmder the nreseni method
of financial onerations: '

a., Annmal appropriastions to be held as a reserve for
contingencies must be secured ir addition to funds to cover krown
rlanned onerations.

b. leas contincencies develop, relatively large
balances of Tunds revert to the Treasury as unobligated halances
of arpropriations,

c. ¥unds are reported as expended from the parent 20pro-
rristion accounte when they are transferrsd to CTA, Since unobli-
gated halances are sabsecuently transferrsd to the Cexrtified Tlaims
account, the eflect is that total covermment exnenditures are over-
gtated,

2. Tn many cases %issions of the &pency are launched om
the basis of opnortunity without repard to timing in relation to
figeal years., Hien comritments to undertake an activity or
mission are wade cduring a current fiscal period but the actusl
anerations that lepally obligpate funds would not commence until
a future Iizcal perdiod for which arprosriated funds ares not yet
available.

e. In view of the many uniocue orerational orojects, it
is somebimes irreaaible to deterwine Agoncy fund regquirements
beceusa they may be contingent upon other conditions,

f. Bacause of the indicated unusual rature of operations,
accourting for Twnda on = fiscal year liritation basis has become
vurdensome .

3, Tisepssion, —-- “lanning and carrving into effect the
CTA procraTs with all their contingent aspects creates an unusual
budretary snd fisical situation that must be dealt with in a manner
not normally practiced by other zovernment agencies,
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At present, we must secure an annual arpropriation to cover
nlanned operations as well as 2 reserve to meet contingencieg, The
naead for all reserve funds may not develop and, therefore, it can be
said that appropriations are made in excess of real neads, Since
security reasons rake it undesirable to reguest supplemental appro-
prisrtions, it is essential that a relatively large rescrve for cone
tinrencies be available every year, regardless of whether or not any
nesd for the resesrve materializes. At the end of the fiscal year
the unobligated nortion of those funds are no longer avallable for
‘sur use. Tor security reasons, these unobligated funds, the bulk
of which result rom the fact that needs have not materislized for
amountsg provided for contincencies, are not returned to the parent
anpropriation but are transferred toa the Certified Claims account
for eventual dispesition, ’

Many of the operations of the Apency involve cormitmentis
for support beyond the close of the fiscal year during which the
operation is launched. In most of these cases, adjustrenis in
progran plang could probably be made in light of availability of
funds, Tn others, however, substantial adjustments might nullify
the entire vrojeect. Funds mipght be set agide for a project but,
due to unforeseen circumstances beyond the Agency's control,
operationsg are delsyed until substantial amounts cannot be used
during the fiscal year for which provisions were made in the
current budget but which were not provided for in the budget {or .
the subseouent yrar. In wany other cases the cost of planned
operations canmot be determined wntil conditions are met by others
that ars not undar the control of this Agency. Thus, effective
budpget planning is precluded dus to operational nroblems over
which the ipency does not have complete control.

inder the nresent method of allottins Tunds for covert
operations on a Tiscal year basls a zrsat deal of exira work is
involved in carrving allotment zccounts for the current and corior
fiscal yeoars., For wanapement purposes, it is preferable that a
gingle continuous record of oblipntions and expenditures be
»aintained for eaeh covert operation rather than a separate record
of obligntions for each fiscal year (i,e., allotmentrperiod) with
expenditures oceurring under such accounts during subdequent
allotment periods, This procedurse necessarily makes the accounting
and reporting system burdensome, Famoval of the reouirsment to
maintain serarate iacal year accounts on an obligation hasis would
rrovide the desired continuity to fiscal orcrationz and would in no
way minimize control over these operations,

In addition to the administrative improvewoentis indicated,
the security aspects of CIA operations 1ld bhe strengthened,
Sueclal arvanzensnis have been made to hold Agency cash as a
“denosit fund.” Yormslly belaneces in deposit {unds are not trans-
ferred to the Cartified Claims accomnt, bul are held in the acchunt
miil uged, In view of the size of the Agency's opnerations and ithe
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regerve {or continseneies, the balance of unused funds which would
normally mpire on an somual basis is relatively large. Teanafer

trangactions of ihis chrracter involving large amounts in the de-

posit fund would direct attention in the cemtral fiscal offices of
the government ic the accounts of this Agency. &

The situation outlinecd could be grestly improved by the
removal of fiseal year limitations, The authority for this apnroach
1s clearly stated in 3-c¢. 63, £b and ¢, and Sec. 10b of Ppblic Taw 110,
. Olst Congress, spproved June 20, 1949, Triz law states that "Sums

M/ i transferred to the Agency ... may be expended ... withoui recard to
ﬁu]  limitatlons on anpropriations from which transferred;” (underscoring
Y " supplied) and "The sums made available to the Agency may be expended
wlthoul rerard to the nrovisions of law and regulations relatine to the
evpenditure of Jovarnwent funds,n

I The amplieation of a fizcal wear limitation to funds wade

' avallable to this Ppency wmz mutnally apreed to by representatives of

. the Byreau of the Pudget and of this Agency as a method of controlling
| the extenit of Agency operations, The deaired control, however, i-

g actually exercised through anprovals of the trensfer of cash into
gAf | CIA aceounts and would not ha affectad in any way by the romoval of
§ fiscal yrar limitations. Reports of financial operations would,

f of course, be based upon fisecal yzars and such reports would clearly
! reflect the need to compara actusl operations with planned or
g budgated activities.,
e Conclusions. ~= The removal of the finesl year limitation
on the fands made available by appropriation is necessary in order
to produce the following beneficial results:

a. Petter prorram and fisesl plannine; -

b, Continuity of operations without the hinderances of | _—
fiseal year adjnstments and without the question of fiscal year
lesality of contracta coverine more thar one vesr;

¢s The total annual appropriation request could be sube _%»n
stantially reduced without any impairment in the funds requirved to
adequately finance (114 operation= including effective provisions to
reat wnforesezn needs in a2 veserve for contingencles;

de  The inflated axponditures now anmearineg on sovermment +
books would be aliminated;

e, The aceouvnting and reporting system could be improved; o

.~y

<
e The gecurity aspects of the Agency could he strensthened, (4
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€, Action Pecommended. == Tt is recommended that, under the
provisions OF Pyblic 12w 110, the CTA request concurrence of the
Bureau of the Budget in the opinion that sppromriations made
available to CIA are not subject to fiseal yesr limitatlons. Such
agtion would, in effect, create a permanent contingency reserve
fund because the vnobligzated balances of approrriastions made avail-
ahle to CT2 would be carried forward for contingency purposes.
Thug, the annual avpropriation request would only be for planned
current operatins exrenditures plus or minus any adjustments re-
quired in the contingency fund.
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